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PART 5316—TYPES OF CONTRACTS
SUBPART 5316.2—FIXED-PRICE CONTRACTS
5316.203 Fixed-price contracts with economic price adjustment.

5316.203-1 Description.

(c) Adjustments based upon cost indexes of labor or matelRatognized adjustments based upon cost indexes of labor
and material are the abnormal escalation index method and the constant dollar index method.

(1) Under the abnormal escalation index method, the schedule poiased orall costs reasonably expected to be in-
curred during thescheduled period of performance considering econtraimls that can beredicted with a reasonable
degree of confidenceThe price adjustment is determined by diféeerence between forecamtd actual indexalues at
the scheduled completion of performance, or at stated times.

(2) Under the constant dollar index method, the schedule price is expressed in base yeafTtiellprice adjustment
is determined by thdifference between base yéadex valuesand actual indexalues athe scheduled completion of
performance, or at stated times. A constant dollar economic price adjustment (EPA) clause indexnaaethedused
only after ithasbeen determinethat theuse of an abnormal escalation index method EPA claoséd not be appro-
priate.

5316.203-2 Application.

Priced options are considerpdrt of theperiod of contract performance when considering stability of market or labor
conditions that will exist during an extended period of contract performance.

5316.203-4 Contract clauses.

(2)(2) Whennecessary to provide for price adjustmenh@ium based on Bureau of Mine Pri&andards, the con-
tracting officer mayinsert a clause substantially the same as the clause at 5352.216-9000, Adjustment FoB&lelium
Price Revision, in solicitations and contracts with a helium requirement.

(d) Adjustments based on cost indexes of labor or material.
(2) Air Force procedures for clause approval:
(i) All cost or price index method EPA clauses shall be approved by the chief of the contracting office.

(i) Costindex EPA clauses will provide for price adjustnaamly if the differences betweethe forecasted (for ab-
normal escalatioclauses) or base year (fwonstant dollar clauses) index vala@esl the actual indexalues exceed a
predetermined threshold. This threshold will normallyebtablished in terms of a percentage deviation from the fore-
casted or base year index values. The size of the threshold will be established on the basis of individual acquisition
economic conditions.However,appropriate considerations include minimizing administrativets, avoiding adjust-
ments for insignificant aberrations the indexesand providing for a reasonable assumptiorrisk by both the con-
tractor and the Government.

(ii)(A) When using the abnormal escalation index method on contraesciess of $5nillion, the clauseshall
providethat the contractingfficer may adjusthe contract value as result of the compoundiffectthat use of ac-
tual indicesmay have oithe scheduled prider future periods. Any provisional adjustments made to future period
costsshall be calculated using the same percentigeease (or increase) as was madthén adjustmerfor the
completed period. Provisional adjustments for each period must be liquédgtiedt the final adjustmefdr each
period. For example, the following formula could be used in computing adjustments:
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Adjustment = ((x-y)/y)[z]-s

where x = actual index
y = projected index
z = sum of dollarsubject to adjustment fall periods
in which a final adjustment has not been made
s = sum of unliquidated provisional adjustments

(B) For those EPA clauses which include a dead band in which no adjustment is made, the upper end of the dead
bandbecomeshe projected index valuduring times of increasing inflatiomand thelower end of the dead band be-
comes the projected index valdering times of decreasing inflation. Rbwose EPA clauses which provide for price
adjustments only ithe difference betweethe projected index valuexceeds a predetermingdreshold (trigger
bands), no adjustment will be made fbe future periods unless the actual index vakemeddhe predetermined
threshold. However,when the actual indesxceedghe projected index byhe predetermined threshold, then an ad-
justment must be made to future periods.

(C) This requirement is option&dr multinational contracts where the impact of multipteintry index recalcu-
lations are extremely complex.

5316.205 Fixed-price contracts with prospective price redetermination.

5316.205-3 Limitations.

Solicitations contemplating theése of fixed-price contracts with prospective price redeterminatiali beapproved by
SAF/AQC before issuance. Approval requestsll explainwhy alternatetype contracts such as fixed-price-incentive
(successive targets) are considered to be inappropriate.

5316.207 Firm-fixed-price, level-of-effort term contracts.

5316.207-2 Application.

In each firm-fixed-pricelevel-of-effort (FFPLOE)xontract over $100,000, the contractof§icer shall require the con-
tractor to maintain all necessary records of the actual level of effort proardbdake such records available for inspection
by the contracting officer or designee. Such inspection may be visual, by audit, or other reasonable meansrexdsemed
sary by the contracting officer. Contracting officers may include this requirement in FFPLOE contracts of $100,000 or less.

5316.207-3 Limitations.

(a) A FFPLOE typecontract shall not based in acquisitions over $100,000, unlester contractypesareclearly not
appropriate and the rationale for its use is included in the approval of the chief of the contracting office.

(b) In no event maghe following special price adjustment provisions be used with FFPLOE contracts without obtaining
a deviation from FAR 16.207: (1) any provision which would adjust the contract price proportionally when actual hours (or
other measure of time) expended differ frfva number required by the contract; and (2) any provision which adjusts the
initial definitive contract price sthat the finalprice paid is the total actuallowable cost plus a predetermined profit
amount.

5316.207-90 Contract administration.

The contractingpfficer shall request the administrative contractafficer to administer eaclFFPLOE contract as if it
were atime-and-materials contract; excépat therequest need not be made on actions $100,000 or s ¢obntracting
officer determineghe circumstances of the acquisition do jostify additional surveillanc&and thecontract file is so
documented.

5316.290 Payment procedures and economic priadjustments for fixed-price contracts usinghe cost indexmethod
of EPA.

(a) Fixed-price incentive contracts.
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(1) Normally within 30daysafter actual index values required tye EPA clausbecomeavailable, the contracting
officer shall calculate the amount of the EPA, advise all interested parties, and initiate a supplemental agreement with
contractor to recognize the EPA, unless otherwise required by the EPA clause.

(2) The calculated EPA shall be applied to the contract taagtt contract target pricand contract ceiling price as
required by the EPA clause.

(3) The EPAand the mcentive Price Revision (IPR) clausdwll operate independently. As such, price adjustments
under the EPA clause will not require special actions to adjust billing prices. Billing phiakde handled strictly in
accordance with the Incentive Price Revision clause. However, despite the operative independende/otthases, a
significant EPA may signal that the contractor’s actual cost experience is also deviating significantirdetrand that
theadequacy ofhe current billing prices should be investigatedmdly also be amdication that the alternaf@ogress
payment liquidation rate should be increased.

(4) In investigating the estimated actgabt at completiopursuant to the Incentive Pri€evision clause, economic
forecasts developed in connectiwith previous EPA analysesay be used as onetbk factors considered in revising
the estimated actuabst to complete projections. Becaus¢hefdifficulty of separating inflationargffectsfrom other
factors involved in actualostchanges, alfactors must be considered inigimg at arevised total cost projection upon
which to base &hange in billing prices/unit prices for payment purposeghelfestimated actuabst at completion is
substantially greater than target cost, a change in billing price may be negotiated in accordance with the IPR clause.

(b) Firm-fixed-price contracts Normally within 30daysafter actual index values required thye EPA clausbecome
available, the contractingfficer shall calculate the amount of the ERlviseall interested partiegnd initiate asupple-
mental agreement with the contractor to recognize the EPA, unless otherwise required by the EPA clause.

SUBPART 5316.3—COST-REIMBURSEMENT CONTRACTS

5316.306 Cost-plus-fixed-fee contracts.
(c)(2) The contractingofficer is the Hesignee” forsigning Determination and Findingstablishing the basis for
application of the statutory price or fee limitation.

SUBPART 5316.4—INCENTIVE CONTRACTS

5316.403 Fixed-price incentive contracts.

(c) Billing prices. When actual cost performance data is not directly reported to the contiaftitegand the adminis-
trative contractingfficer (ACO) hassufficient knowledge of suctiata, the contractingfficer shall, whenever possible,
delegate to the ACO authority to negotiate downward adjustments in billing pricdsARe42.302 (b)(6)).Contracting
officers shall retain the authority to negotiate upward adjustments in billing prices.

SUBPART 5316.5—INDEFINITE-DELIVERY CONTRACTS

5316.503 Requirements contracts.
(d) Limitations on use of requirements contracts for advisory and assistance services.

(1) The contractingfficer makeghe determination ifrAR 16.503 (d)(1)and shalinclude acopywith the acquisi-
tion plan or single acquisition management plan when it's processed for approval.

(2) The contractingfficer makeshe determination iFAR 16.503 (d)(2) when thadvisoryand assistance services
are necessarily incident to, and not a significant component of, the contract.
5316.504 Indefinite-quantity contracts.

(a) Description The ruledor indefinite-quantity contracts also apply to indefinite-quantity contiiaetitem numbers
(CLINS) contained in other types of contracts.

(b) Application Funds are obligated by each order, including the minimum, not by the contract itself.
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(©)(2)(A) The contractingfficer makeghe determination ii*AR 16.504 (¢)(2)(A)and shalinclude acopywith
the acquisition plan or single acquisition management plan when it's processed for approval.

(©)(2)(B) The Source Selection Authority maltes determination ifFAR 16.504 (c)(2)(B) if, after evaluation of
proposals, only one offeror is capable of providing the services.

(c)(2)(C)(ii) The contracting officer makes the determination in FAR 16.504 (¢)(2)(C)(ii) whenltisory and
assistance services are necessarily incident to, and not a significant component of, the contract.
5316.505 Ordering.
(2)(2) The contracting officer is the duly appointed ordering officer in FAR 16.505 (a)(2).

(b)(4) The head of thagencyhas designated the Afiorce Competition Advocat8eneral as the task order contract
and delivery order contract ombudsman. The&ponsibilityhasbeenfurther delegated to the procuriagtivity competi-
tion advocates.

(c) Limitation on ordering period for task order contracts for advisory and assistance services.
(1) The contracting officer makes the determination in FAR 16.505 (c)(1).
(2) The contracting officer makes the determination in FAR 16.505 (c)(2).

5316.505-90 Decentralized ordering.

(a) For contractshat authorizedecentralized ordering (i.e., ordering by a contractifige atany other location), the
contracting officer with overall responsibility for the contract shall:

(1) Ensure that adequate control procedures are in place before any orders are authorized; and

(2) Exercise oversight of decentralized ordering throughout the period of performance under the contracttttaénsure
the procedures are followed.

(b) The control procedureshall ensurehat orderingoffices adhere to contract ternand conditionsand prevent or
identify any abuses, such as issuance of orders for ieamsare notcovered inthe basic contract. Control procedures
should be tailored to the given circumstances. Generally, the control procedures should:

(1) Establish clearly defined line items;
(2) Place monetary limits on unpriced line items and other direct costs;

(3) Identify the contracting offices that are authorized to place orders and establish an aggregate order ceiling for each;
and

(4) Requireall decentralized orders to babmitted to the contractor through the contractfiger with overall re-
sponsibility for the contract. As an alternative, the responsible contratficer may exercise control bgsuing control
numbers to each authorized ordering office. Control numbers may be transmitted by telephone or in writing.

(c) In exercising oversight, the responsible contracting officer shall:

(1) Review and track all orders placed under the contract to ettsirallitems ordered areovered bythe basic con-
tract and thamonetary limitations for each ordend orderingffice aggregates are nekceeded.The contracting offi-
cer shall not rely on status reports furnished by the contractor as the sole means of tracking orders; and

(2) Conduct periodic management reviews to identify and correct any process or ordering deficiencies.
(d) The order initiating contracting officer shall:

(1) Be responsible foensuring allorders adhere to contract terrusd conditions,that oversight of contractor per-
formance is maintained, and that reporting to the responsible contracting officer is accomplished as required;

(2) Submit a duplicate copy of each executed order, at the time of execution, to the responsible contracting officer; and

(3) Submit a duplicate copy of each order modification, at the time of execution, to the responsible contracting officer.
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5316.506 Solicitation provisions and contract clauses.
The contractingfficer shall insert alause substantially the same as the clause at 5352.216-9001, Awarding Orders Un
der Multiple Award Contracts, in solicitations and contracts for multiple award task and delivery order contracts.
SUBPART 5316.6—TIME-AND-MATERIALS, LABOR-HOUR, AND LETTER CONTRACTS
5316.603 Letter contracts.

5316.603-2 Application.

(c) SeeSubpart 5317.74 for policy and procedures pertaining to undefinitized contractual actions.
SUBPART 5316.7—AGREEMENTS

5316.703 Basic ordering agreements.
(c) Limitations

(1) Basic ordering agreemergball not beused forthe acquisition of majogystems, major modifications, or major
operationand maintenang®&M) programs. This prohibitiondoesnot apply to orders fahe repair of battle or crash
damaged aircraft.

(2) To minimize the number BOAs with an individual contractoBOAs shall provide forthe purchase of author-
ized supplieandservices covering as widerange agpracticable. SeparaBOAs may be negotiatedhen the pricing
arrangement will be on othénan afirm-fixed-price basis, when it is necessary to resthietuse ofthe BOA tothe ac-
quisition of specific supplies or services, or when it is necessaythorize the administrative contractiofficer to is-
sue oders.

(3) An activity having a requiremerfor a BOA is responsible fassuring that 8OA has notalready been issued
which will satisfy its requirement.

(d) Orders EachBOA shall include a provisiothatrequires the contractor to submit a price prop@maany unpriced
orders, normally within 3@aysafter receipt of the order, but no latean 60daysafter receipt. If the contractirafficer
determineghat a longeperiod is necessarthe contracfile shall be salocumented. Se®ubpart 5317.74 concerning un-
definitized contractual actions.

SUBPART 5316.90—REQUIREMENTS AND INDEFINITE-QUANTITY CONTRACTS

5316.9000 Definition.
“Technical direction,” as used in this subpart, means the advisory process bythvehazintracting fficer’s designated rep-
resentative provides clarification to a contractor for accomplishing work under an order. Technical dragtimoral or
in writing, but cannot, in itself, be contractually binding nor may it change the terms or conditions of the contract or order.
5316.9001 Policies.

(2) Requirements or indefinite-quantity contracts shall not be used:

(1) As a substitute for fullgefining and pricingcontract requirements or options prior to contract award, when it is
feasible to do so; or

(2) When the definition ofvork that may be performed is excessively broadails to specify performance require-
ments.

(b) Orders mayot be used to increatiee scope, period of performance,mmaximum dollar value of theasic contract.
Such changes shall be madely by modifyingthe contract after obtaining appropriate justificatiand approvals.
Changes to individual orders may be made by modification to the order or by issuance of a new order, as appropriate.
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5316.9002 Procedures.
(&) When issuing orders, the contracting officer shall:
(1) Ensure all orders and changes to an order are within the scope of the contract;

(2) In cost-reimbursement orders, establish in the order or contract a mafesitivat can be earned &woid a cost-
plus-percentage-of-cost arrangement;

(3) Use astandard form (e.g., the DD Form 1155) establishing a unique serial namesferencing the contract
line item or subline item under which the order is being placed; and

(4) Document in the contract file, when multiple award contractinacdved, the basigor decisions resulting in the
award of each order to a particular contractor. Teisision should include documentation the contraaifiger de-
termines necessary to support the decision.

(b) Prior to award of a requirements or indefinite-quantity contract, the contrafficey shall establistprocedures for
users to request the issuance, award, or modification of an order.

(c) During performance of a requirements or indefinite-quantity contract, the contracting officer shall:

(1) Track the total of awards ®ccounting Classification Reference Numbers (ACRa)d periodically review these
to ensure the overall contract funding status or obligation/expenditure levels are appropriate for the contract; and

(2) Monitor contractor performance to ensure the requssdices(i.e., labor mixandtype of effort)are being pro-
vided.
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